I'  /9 


/  S~. . 


ty'&r  ?J>?  /(A 


Department  of 
Veterans  Affairs 


Digest 


Inspector  General 
Report  to  Congress 


For  the  6-month  period 

April  1 ,  1 989  to  September  30,  1 989 

This  digest  contains  highlights  of  the  twenty  second 
Semiannual  Report  to  Congress  by  the  Inspector 
General.  The  digest  is  intended  to  promote  greater 
awareness  and  understanding  of  challenges  the 
Department  faces  and  to  elicit  support  for  the  positive 
efforts  management  is  taking  in  response  to  Office  of 
Inspector  General  reports  to  improve  VA  operations  and 
delivery  of  services  to  veterans. 

During  this  reporting  period,  our  1 1 1  audits  and  405 
investigations  identified  questioned  and  unsupported 
costs  of  $5  million  and  made  recommendations  for  better 
use  of  funds  of  $1 16  million.  In  addition,  investigative 
efforts  resulted  in  135  indictments,  105  convictions,  and 
100  administrative  actions  against  third  parties, 
Department  of  Veterans  Affairs  employees,  and  benefit 
recipients. 

Management’s  positive  response  to  audit 
recommendations  provides  the  opportunity  for  significant 
efficiencies  and  improvements  in  current  programs  and 
operations,  and  the  convictions  and  administrative 
sanctions  resulting  from  investigations  should  help  to 
deter  future  program  abuses.  In  addition,  the  Office  of 
Management  and  Budget  and  senior  Departmental 
management  have  placed  a  renewed  interest  on  internal 
control  and  audit  followup  systems.  The  Office  of 
Inspector  General’s  contribution  to  this  effort  will  be  to 
expand  our  independent  reviews  of  Department 
programs  with  identified  weaknesses  and  intensify  our 
followup  on  previously  reported  problems. 
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The  Department  of  Veterans  Affairs  (VA)  Office  of  the 
Inspector  General  (OIG)  was  created  by  Congress  in 
1978  to  provide  independent  and  objective  reviews  of  VA 
programs  and  operations.  A  comprehensive  program  of 
audits  and  investigations  is  conducted  to  assist 
management  in  promoting  economy  and  efficiency  and  in 
preventing  and  detecting  fraud  and  abuse  in  the 
administration  of  VA  programs  and  operations.  Fiscal 
year  1989  funding  for  OIG  operations  was  $20.7  million 
and  the  average  employment  level  was  376. 

Operational  Results 

This  report  highlights  the  activities  and  accomplishments 
of  our  office  for  the  6-month  period  ending  September 
30,  1989.  The  results  of  audits  and  investigations 
continue  to  show  significant  vulnerabilities  exist  in  certain 
VA  programs  and  operations.  Some  of  the  more 
significant  areas  that  we  have  reported  on  in  this  and 
prior  periods  are: 


delivery  of  medical  care 

•  Our  audits  of  21  VA  medical  facilities  disclosed 
problems  in  such  areas  as  health  care  provider 
credentialing  and  privileging,  patient  incident 
reporting,  surgical  activities  and  complications 
reporting,  medical  records  documentation,  clinical 
support  services  timeliness,  resident  physician 
supervision,  informed  consent  protocol,  mortality 
and  morbidity  review,  autopsy  rate  analysis,  and 
emergency  medical  equipment  dependability.  Also, 
implementation  of  occurrence  screening  and  tort 
claim  evaluation  procedures  needed  strengthening. 
Recommended  improvements  in  quality  assurance 
systems  controls  and  procedures  would  provide 
better  data  for  evaluating  patient  care  and 
identifying  appropriate  corrective  actions.  The 
medical  center  and  clinic  directors  concurred  in  the 
audit  recommendations  and  provided  satisfactory 
implementation  plans. 

medical  resource  issues 

•  A  nationwide  audit  found  that  Veterans 
Health  Services  &  Rehabilitation  Administration 
(VHS&RA)  Medical  District  Initiated  Program 
Planning  (MEDIPP)  system  had  few  initiatives  that 
were  funded.  The  lack  of  a  national  medical  care 
strategy  has  had  an  adverse  impact  on  the  results 
achieved  to  date.  The  MEDIPP  process  had  not 
established:  (1)  specific  national  medical  care  goals 


for  planning;  (2)  procedures  to  forecast  the  types  of 
illnesses  for  which  veterans  are  expected  to  seek 
care;  (3)  procedures  for  the  use  of  eligibility  data  to 
assure  the  medical  needs  of  veterans  with  priorities 
for  care  are  met;  and  (4)  links  between  MEDIPP  and 
the  budget  process.  As  a  result,  MEDIPP  was  not  a 
fully  effective  process  for  obtaining  and 
consolidating  information  for  policy  making  and 
budget  reviews.  Also,  the  MEDIPP  bed  sizing 
model  overstates  FY  2000  bed  requirements  by 
about  18  percent  and  can  be  further  refined  to 
provide  more  precise  data  to  support  planning 
initiatives.  The  Chief  Medical  Director  (CMD)  has 
developed  an  implementation  plan. 

•  A  nationwide  audit  found  nurse  staffing 
guidelines  could  not  be  validated  and  may  not  be 
supportable  in  determining  current  staffing  needs. 
Staffing  decisions  can  be  improved  by  ensuring 
accurate  and  complete  data  for  VHS&RA’s  staffing 
model,  using  guidelines  to  promote  more  efficient 
distribution  of  nursing  resources,  and  developing 
guidance  to  determine  the  optimal  economic  and 
effective  mix  of  nursing  staff.  Using  an  optimal  mix, 
approximately  $3.5  million  in  salary  costs  would  be 
available  for  other  uses  annually.  The  CMD  is 
developing  an  implementation  plan. 

recipient  eligibility 

•  Verification  of  beneficiary  supplied  income 
information  has  been  a  high  priority  of  the  OIG  in 
recent  years.  We  have  actively  supported  efforts  to 
access  Internal  Revenue  Service  (IRS)  and  Social 
Security  Administration  (SSA)  income  data  on  VA 
beneficiaries.  Legislation  to  allow  a  match  of  the 
agencies’  income  records  has  not  been  enacted,  but 
is  pending  passage  in  the  first  quarter  of  FY  1990.  In 
the  absence  of  access  to  IRS  and  SSA  income  data, 
state  wage  computer  matches  have  been  used  by 
the  OIG  and  the  Veterans  Benefits  Administration 
(VBA)  to  verify  reported  income  of  VA  beneficiaries. 
The  OIG’s  wage  matches  were  conducted  in  10 
states  from  FY  1982  through  FY  1988,  at  which  time 
responsibility  for  the  matches  was  transferred  to 
VBA.  The  matches  conducted  by  OIG  identified 
about  $53  million  in  overpayments  for  recovery,  and 
$7  million  in  annual  overpayment  avoidance 
through  removal  of  ineligible  recipients  from  the 
compensation  and  pension  programs.  Over  6,000 
cases  were  referred  for  investigation.  To  date,  774 
indictments  and  649  convictions  have  been 
obtained  on  these  cases. 

loan  guaranty 

•  A  program  audit  of  the  manufactured  (mobile) 
home  loan  program  showed  that  it  was  not 
achieving  its  objective  in  a  cost  effective  manner. 


Inherent  program  weaknesses,  including  a  high 
participation  rate  by  marginal  borrowers  (including 
active  duty  service  personnel  without  assets  and 
limited  time  remaining  on  tours  of  duty)  and  a  lack 
of  purchasers’  equity  in  the  property  have  resulted 
in  the  program  benefiting  only  a  few  of  the  nation’s 
veterans  and  a  27  percent  foreclosure  rate.  VA  paid 
$147  million  in  lender  claims  during  Fiscal  Years 
1985  through  1989.  The  Chief  Benefits  Director 
(CBD)  agreed  to  propose  legislation  to  eliminate  the 
program. 

•  The  OIG  continued  its  audits  of  loan 
underwriting  practices  of  mortgage  lenders 
participating  in  the  VA  loan  guaranty  program. 

Audits  at  seven  lenders,  of  loans  that  defaulted  a 
short  time  after  they  were  originated,  disclosed 
underwriting  deficiencies  in  89  (59  percent)  of  VA 
loans  reviewed.  In  52  (34  percent)  of  the  loans 
reviewed  with  loan  guaranty  amounts  totaling 
almost  $3  million,  inaccurate  and  misrepresented 
data  was  identified  that  was  sufficient  to  recommend 
administrative  sanctions  and/or  civil  recoveries  as 
provided  by  law.  Additionally,  17  cases  (11  percent) 
have  been  referred  to  the  OIG  Office  of 
Investigations  to  address  evidence  of  potential  fraud 
involving  beneficiaries  and/or  lenders.  VBA  officials 
are  coordinating  efforts  to  address  OIG  audit 
recommendations  on  individual  lender  audits  by 
seeking  indemnification  to  recover  unjustified  losses 
and  applying  administrative  sanctions  against 
lenders  when  appropriate.  In  addition,  VBA  has 
established  a  lender  review  organization  to  examine 
loan  origination  practices  of  mortgage  lenders. 

•  In  Project  SABLE  (Sellers,  Appraisers, 

Buyers,  Lenders,  Entitlees)  the  OIG  continued  to 
emphasize  the  identification  and  investigation  of 
individuals  and  companies  who  are  defrauding  VA’s 
home  loan  guaranty  program.  During  this  period,  43 
new  Project  SABLE  cases  were  opened  and  56 
cases  were  closed.  A  total  of  122  cases  are 
pending  in  31  states  and  the  District  of  Columbia.  In 
a  number  of  locations,  the  investigations  are  being 
conducted  jointly  with  the  Federal  Bureau  of 
Investigations  (FBI)  and  Department  of  Flousing  and 
Urban  Development  (HUD)  OIG. 

procurement  and  construction 

•  Audits  at  1 1  medical  centers,  identified  32  minor 
construction  and  nonrecurring  maintenance  projects 
with  an  estimated  cost  of  $24.5  million  that  were  not 
adequately  justified.  These  projects  included 
building  and  renovating  hospital  units  and  offices, 
adding  or  extending  utility  and  safety  systems, 
increasing  parking  and  providing  improved 
handicapped  accessibility.  We  found  that  these 
projects  could  be  reduced  in  scope  or,  in  many 


cases,  canceled.  In  most  situations,  project  plans 
had  not  been  adjusted  since  they  were  originated  or 
needs  had  been  met  by  alternative  actions.  In  other 
instances,  the  planned  repairs  were  not  needed  or 
other  alternatives  already  existed.  Implementing 
audit  recommendations  would  result  in  cost 
avoidances  of  $15.7  million.  Actions  on  13  projects 
with  an  estimated  savings  of  $8.1  million  are 
unresolved  pending  further  reviews.  For  the 
remaining  19  projects  with  an  estimated  cost 
savings  of  $7.6  million,  responsible  officials  agreed 
with  our  recommendations  or  proposed  acceptable 
alternative  actions. 

•  A  contractor  who  performed  several  contracts  at 
various  medical  centers  pled  guilty  to  conspiracy  to 
defraud  the  United  States  by  paying  bribes  to  a  VA 
official  and  obstructing  the  IRS.  He  also  pled  his 
company  guilty  to  filing  a  false  corporate  income  tax 
return.  The  company  was  fined  $200,000.  The 
contractor  was  sentenced  to  5  years  probation. 

Contract  Audits 


The  OIG  contract  audit  staff  monitors  the  Department 
contract  audit  process  and  reviews  and  performs  audits 
of  VA  contractors  and  grantees.  Completed  reports 
contained  total  audited  costs  of  $152.8  million. 
Recommended  better  use  of  funds  associated  with 
preaward  audits  totaled  $10.5  million.  Questioned  costs 
related  to  postaward  audits  totaled  $1 .2  million. 

Prevention  and  Other 
Significant  Activities 

In  addition  to  its  operational  audit  and  investigative  role, 
the  OIG  is  responsible  for  a  wide  range  of  preventative 
and  other  activities  that  contribute  to  fulfilling  the  OIG’s 
overall  mission  objectives. 


complaint  center 

Recognizing  that  individuals  both  inside  and  outside  the 
Government  can  be  valuable  sources  of  information  in 
promoting  efficiency,  economy,  and  effectiveness  of 
operations,  the  OIG  Complaint  Center  operates  an 
FTS — and  an  800 — number  telephone  hotline  service  24 
hours  a  day,  7  days  a  week.  Contacts  are  received  from 
employees,  veterans,  the  general  public,  the  Congress, 
GAO,  and  other  Federal  agencies.  Due  consideration  is 
given  to  all  complaints  and  allegations  received.  During 
this  period  248  cases  were  opened  and  234  cases 
closed.  Fifty-four  of  the  closed  cases  contained  founded 
allegations  and  resulted  in  46  administrative  sanctions 
and  cost  recoveries  and  efficiencies  totaling  $314,600. 


security 

The  office  has  oversight  responsibility  for  personnel, 
information,  physical,  communications,  and  automatic 
data  processing  security.  Each  program  serves  as  a 
valuable  tool  in  deterring  fraud.  Through  the  use  of 
special  background,  background,  minimum,  limited, 
upgrade  and  reimbursable  suitability  investigations,  the 
character,  reputation,  fitness,  loyalty,  and  qualifications, 
of  employees/applicants  are  determined.  The  conduct  of 
these  investigations  ensures  that  the  integrity  of 
individuals  is  established.  This  in  turn  helps  assure  the 
Department’s  classified  and  other  sensitive  documents 
are  adequately  safeguarded  and  protected.  Activities 
during  the  period  included  adjudicating  251  background 
investigations  and  referring  347  arrest  records  for  a 
suitability  review. 

technical  laboratory 

The  OIG  operates  a  technical  laboratory  for  the 
examination  of  official  documents,  handwriting, 
typewriting,  inks,  paper,  fingerprints,  and  various  other 
questioned  materials.  During  this  reporting  period,  1,657 
pieces  of  evidence  were  submitted  for  laboratory 
examinations  in  10  VA  OIG  investigations.  One  request 
from  Office  of  Audit  related  to  the  property  management 
area  of  the  loan  guaranty  program  and  involved  five  VA 
properties.  The  laboratory  examinations  developed 
evidence  that  documents  in  the  property  management 
folders  had  been  altered.  VA  program  officials  requested 
laboratory  assistance  in  23  cases  that  required  222 
laboratory  examinations.  In  two  of  these  cases,  a 
laboratory  determination  of  forgery  resulted  in  preventing 
payments  totaling  $20,900  in  questionable  insurance 
claims.  In  1 0  cases,  it  was  determined  that  $83,900  of 
questionable  insurance  claims  were  valid.  Removal 
action  was  started  against  a  VA  medical  administrative 
assistant  when  he  was  identified  by  laboratory 
examination  as  the  author  of  a  forged  VA  prescription. 
Two  cases  were  completed  for  the  HUD  OIG  and  one 
case  for  Department  of  Commerce  OIG. 

other 

The  Inspector  General  reviews  existing  and  proposed 
legislation  and  regulations  relating  to  Department 
programs  and  operations  for  their  impact  on  economy 
and  efficiency  in  the  administration  of  programs  and 
operations  or  the  prevention  and  detection  of  fraud  and 
abuse.  During  this  period,  49  legislative  and  71 
regulatory  proposals  were  reviewed  and  comments 
provided.  Also,  during  this  reporting  period,  we 
processed  67  requests  under  the  Freedom  of  Information 
and  Privacy  Acts  and  released  73  audit,  investigative, 
and  other  OIG  reports. 


summary  of  operations  6  Months  4/1/89  -  9/30/89 


AUDIT  ACTIVITIES 


Reports  Issued 

Internal 

61 

Contract 

50 

Total 

111 

Value  of  Reports  Issued 

Questioned  Costs 

$  4  Million 

Unsupported  Costs 

$  1  Million 

Recommended  Better  Use  of  Funds 

113  Million 

Total 

Audit  Reports  Resolved 

$118  Million 

(issued  this  and  prior  periods) 

104 

Value  of  Resolved  Reports 

Disallowed  Costs 

$1  Million 

Funds  to  Be  Put  to  Better  Use 

110  Million 

Total 

$1 1 1  Million 

Audit  Reports  Unresolved  (9/30/89) 

111 

Value  of  Unresolved  Audit  Reports 

Questioned  Costs 

$  3  Million 

Unsupported  Costs 

$  2  Million 

Recommended  Better  Use  of  Funds 

203  Million 

Total 

$208  Million 

Investigative  Activ 

■  m  u 

Investigation  Cases  Opened 

330 

Closed 

405 

Pending 

999 

Referred  for  Prosecution 

431 

Accepted  for  Prosecution 

52 

Impact  of  Investigations 

Indictments 

135 

Convictions 

105 

Civil  Suits  Filed 

5 

Civil  Judgments 

6 

Prison  Sentences 

31  Years 

Fines,  Penalties,  and  Settlement 
Recoveries/Recommended  Better 

$2  Million 

Use  of  Funds 

$674  Thousand 

Administrative  Sanctions 

Hotline  Activities 

54 

Hotline  Workload  Cases  Opened 

248 

Cases  Closed 

234 

Founded 

23  Percent 

Impact  of  Hotline  Operations 

Administrative  Sanctions  46 

Cost  Recoveries/Recommended  Better 
Use  of  Funds 


$315  Thousand 


FRAUD— WASTE— MISMANAGEMENT 


CALL:  VA  HOTLINE 


FTQ  '17'L.K'JQd 

COMMERCIAL  (202)233-5394 
800-368-5899 
Operated  24  hours  a  day 


The  Report  to  Congress  and  this  Digest  are  in  limited 
supply.  Please  share  this  digest  with  others  in  your 
office.  Copies  of  the  report  to  Congress  are  provided  to 
each  Regional  Office  and  Medical  Center. 


Distribution:  CO  and  FS,  schedule  E(One  copy  to  each 
supervisor). 
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